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STANDARD TERMS AND CONDITIONS OF PURCHASE

General Provisions

The rights and obligations under Purchase Contracts, Contracts for Work or contracts with similar contents
(hereinafter referred to only as the "Purchase Contract"), the subject of which is delivery of goods and/or
provision of services (hereinafter referred to as the "Goods") entered between Mergon Mexico, (hereinafter
referred to as "Mergon" or the "Buyer") as the Buyer/Customer, and the Seller/Contractor/Supplier
(hereinafter referred to only as the "Seller"), shall conform, in addition to the contract itself, also to these
Terms and Conditions (hereinafter referred to as the "Terms and Conditions of Purchase"). The Seller’s
Sales Terms and Conditions (including their modifications and amendments), differing from these Purchase
Terms and Conditions, may only be applied only when accepted expressly and in writing by Mergon for a
particular contract relationship as part of the Terms and Conditions of Purchase.

Receipt of deliveries, performance or their payment does not mean approval of the Supplier’s Sales Terms
and Conditions. The Supplier who does not agree with provisions of the Purchase Terms and Conditions
shall be requested to notify Mergon immediately in writing and, in such a case, Mergon shall be entitled to
cancel their purchase order with that Supplier. Mergon shall not be obliged to pay any costs to the Supplier
incurred as a result of cancelling their purchase order due to disagreement with provisions of the Purchase
Terms and Conditions.

Divergent stipulations in the Purchase Contract concluded between Mergon and the Seller shall take priority
over these Purchase Terms and Conditions, as amended. The legal relationship between the Parties not
expressly stipulated in the Purchase Contract or in these Terms and Conditions shall follow the relevant
provisions of the Civil Code.

Purchase Order, Concluding a Purchase Contract

Before concluding the Purchase Contract, Mergon shall send a written Purchase Order to the Seller for the
requested Goods, normally on the basis of a Seller’s offer published on its website or in a catalogue, or on
the basis of an individual offer made by the Seller. Unless stipulated otherwise in these Terms and
Conditions, all orders, order confirmations, contracts, as well as any changes and amendments or any other
agreements between the Parties shall require the written form, which can also be a scanned document with
the signatures of the Parties. A Purchase Order, however, may also be cancelled by the Buyer via remote
data transmission (by an e-mail).

The Supplier shall immediately deliver to Mergon, no later than within 7 days, a written confirmation of
acceptance of the order. The Parties agree that the moment when Mergon receives confirmation of the
Order Acceptance, the Purchase Contract has been concluded. When Mergon receives confirmation after
the time limit referred to above in this paragraph, the Purchase Contract shall be concluded only in the
event and in the moment when Mergon expressly acknowledges to the Seller conclusion of the Purchase
Contract. A written confirmation of the receipt of a Purchase Order containing any modifications,
amendments, reservations, restrictions or other divergence from the Buyer's Order shall be considered a
refusal of the Buyer's Order and the Purchase Contract shall be regarded not concluded, unless the Buyer
expressly shows its consent with the divergence subsequently, but not later than within 7 days from the
date of delivery of the written confirmation of the

order receipt.

The conditions ensuring quality for the Supplier we previously signed by Seller (Supplier Quality Manual),
forming an integral part thereof. By concluding the Purchase Contract, the Seller acknowledges to have
familiarized with these Terms and Conditions of Purchase and Quality, accepts them and undertakes to
comply with them without reservations.

Mergon may, by written notice to Seller, terminate the Order, or any part thereof, for any or no reason, for
Mergon’s convenience. Upon notice of termination, Seller shall immediately stop all work and cause its
suppliers and/or subcontractors to stop all work in connection with the Order. If Mergon terminates for
convenience, Mergon shall pay Seller for goods and services accepted as of the date of termination, and
Seller’s is responsible for any stock and raw material remaining. Mergon shall have no responsibility for
work performed after Seller’s receipt of notice of termination.
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Buyer may, from time to time, initiate changes by issuing to Seller written notices (each, a “Change Order”)
that alter, add to, or deduct from the Goods or Services based on customer orders. Seller will promptly
review change requests and respond.

Delivery of Goods

The quantity and type of Goods as well as terms of their delivery agreed in the Purchase Contract shall
always be determined. To assess the compliance with the delivery term, the moment of the Goods delivery
to Mergon place of business or premises, or another location agreed in writing, shall always be decisive.
Should an FCA delivery be agreed in accordance with Incoterms 2010, the Seller shall be obliged to prepare
the Goods for transport duly and in a timely manner, considering the agreed time between the Parties,
otherwise usual, place of loading and dispatch. If Seller does not do so, Seller shall be held responsible for
any loss that may arise to the Buyer due to failure to comply with that obligation.

If the Seller fails to comply with the agreed terms of delivery, Mergon shall be entitled, after a reasonable
grace period provided by the Seller, otherwise after 7 days, to withdraw from the Purchase Contract. The
Seller shall be liable to the Buyer for any loss (including but not limited to the extra costs for procuring the
goods from another Supplier, as well as the legal costs), which may arise to him as a result of neglecting
the agreed terms.

In case the Seller is in default with Delivering the Goods for longer than 7 days, Mergon shall be entitled to
a contractual penalty of 1% of the agreed price of Goods for each commenced week of delay, however, at
most 10% of the agreed price of the total Goods ordered. The contractual penalty clause under this
paragraph shall not in any way affect the right of Mergon to compensation for damages and loss, including
but not limited exclusively to lost profits, legal costs as well as non-material loss, that may suffer due to
Seller’s breaching the obligation to Deliver the Goods duly and on time. The acceptance of delayed delivery
or performance does not mean Mergon’s waiver of rights for compensation of loss or payment of a
contractual penalty. In this context, the Seller notes that Mergon has a great international reputation and
name, in particular, in the field of plastic products and components manufacturing, and that Mergon’s
customers are world-renowned companies having long-term contracts with Mergon, which must be fulfilled
duly and on time, and for this reason in particular, a seemingly unimportant Seller's delay in the Delivery of
the Goods, Works or Services to Mergon can cause quite dramatic consequences that may result, for
Mergon, in damage to business relationships with its customers, and therefore the damage and loss on the
side of Mergon can be of great magnitude.

If the Supplier can anticipate difficulties in pre-production or supply of material, or a circumstance hard to
influence occurs, which will supposedly prevent him from making the Delivery on time and in the agreed
quality, he shall be obliged, without undue delay, to notify Mergon and the department that has issued the
Purchase Order.

The Seller shall be obliged to provide the Buyer with installation instructions together with each type of
Goods delivered to the Buyer, which must be comprehensible, complete and correct (if applicable).

The Seller shall bear responsibility for any loss of or damage to the Goods until the Goods acceptance by
the Buyer or a person authorized by Buyer in the place where the Goods are to be delivered under the
contract.

The Buyer shall be entitled to refuse a partial delivery of the Goods ordered.
The right of ownership to the delivered Goods, as well as the risk of damage to the Goods, shall pass to
the Buyer by factual delivery.

Force Majeure

Force Majeure, accidental operating failures, riots, official measures and other unavoidable or
unforeseeable events justify Mergon to withdraw from the contract, fully or partially, should they result in
significant reduction of the Mergon’s need to acquire Goods.
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Goods Price
If not expressly agreed otherwise, the Prices of Goods referred to in the order shall be understood as DAP
(delivered at place) according to Incoterms 2010, including packaging.

Payment Conditions

The total Purchase Price of Goods will always be negotiated between the Contracting Parties and entered
in the individual Purchase Contract. For the purpose of payment of the Purchase Price, the Seller is obliged
to duly issue a tax document (invoice) for the Buyer that has to contain the formal requirements of an invoice
by the Mexico's tax administrative service, SAT (Servicio de Administracién Tributaria).

The Seller shall be obliged to send the invoice always in duplicate to the address of the Buyer’s registered
office with an indication of the number of the respective Purchase Order. The Seller shall also be obliged
to send the invoice to the Buyer's e-mail address and Accounts Payable email address:
mm.purchasing@mergon.com

If not expressly agreed otherwise, the invoice for the Goods shall always be payable within 60 days from
delivery of the complete invoice and Goods, or from the time of accomplishment of the Work. To be
considered complete, an invoice must include, among other things, the number of a Purchase Order, name,
identification of the Supplier and Customer, date of taxable supply and the full bank account number for the
payment (in case of foreign payments also the IBAN and BIC numbers). By paying the invoice, the Buyer’s
right to review its accuracy shall remain unaffected.

The Purchase Price of the Goods, or a part thereof, shall be deemed to be paid at the moment of being
written off from the account of the Buyer in favor of an account indicated in the invoice or in the contract.

The Seller’s Liability for Defects and Quality Guarantee

Mergon Mexico shall inform the supplier of any defects received in a shipment at incoming inspection
(where applicable), and during subsequent processing and or assembly. Communication will be carried out
via email; this may be a call initially followed up formally in writing when the Seller will receive an official
complaint in the form of an NCMR (Non-Conforming Material Record). The initial response is required within
24 hours. Complete corrective action closure (8D) is expected within 3 business weeks. In the special cases
where equipment installation and procurement are part of the corrective actions, a detailed time line will be
required and containment until installation and validation of equipment can be validated. Where an NCMR
is raised against a Seller, Mergon will issue an administration fee of $250. The Seller will be responsible
for any event of urgency, sorting or reworking. Seller will be also responsible for any extra expenses
associated with this event such as admin fees, forklift driver cost, transportation cost, quality staff cost, etc.

Mergon is not obligated to inspect the Goods immediately at the time of takeover from the Seller or the
Carrier, but is entitled to carry out the Technical Inspection of the Goods at the time of their arrival into the
place of business or premises of the Buyer, normally within 14 days. While it is considered that the Goods
had such notified defects already at the time of their handover, unless the Seller can prove otherwise. The
Technical Inspection must be distinguished from the Receiving Inspection of the Goods, which is usually
carried out on receipt of the Goods and in which only obvious damage to the packaging, information on a
Delivery Note and packaging are checked.

Mergon shall be entitled, under their choice and without prejudice to any other rights they possess under
the Purchase Contract, these Purchase Terms and Conditions or statutory regulations, to require the Seller
to remove Goods defects by way of free replacement with the goods free of defects, or repair the defective
Goods or, in particular, in cases when Mergon has no interest in additional performance or if, after grace
period having been set, the

additional performance is not carried out in a timely manner or at all, to debit from outstanding invoices
against Seller and to withdraw totally or partially from the Purchase Contract.

Unless expressly agreed otherwise, it is considered that the Seller shall grant to the Buyer a Guarantee for
Quality of the Goods of twenty-four months from the moment of acceptance. In the case of supplies of
components for the automotive industry, the applicable guarantee period of 24 months shall begin on the
date the vehicle is first place in service, i.e., a registration plate is attached to the vehicle. If Mergon is
required, as a result of the Goods defects, to meet the demands that are based on the application of the
warranty claims of a consumer against Mergon, the Seller shall be obliged to pay to Mergon any damage
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(i.e. mainly, but not exclusively, all costs and expenses related to the satisfaction of claims) suffered by
Mergon at least in the period of five years from the time when the Seller has handed the Goods over to the
Buyer.

In cases of emergency, and in particular, to avoid imminent danger or to prevent excessive damage,
Mergon shall be entitled to remove the Goods defects identified by itself at the expense of the Seller. The
Buyer shall be entitled to assess the urgency of the case for purposes of this provision at its discretion.

Defect product found during production processes will be reviewed by Mergon Mexico. Seller will
immediately be informed of all failures. Seller caused rejects must be returned or disposed of by Mergon
Mexico by mutual agreement. The direct cost including cost consequences will be borne by seller. Costs
may include additional administrative fees, 3rd party inspections, OEM imposed fines, etc. Returned
products shall be identified with the failure mode and must be packed in such way that protection against
damage during transport is ensured. If the supplier does not arrange collection of rejected goods within 10
days, Mergon Mexico reserves the right to ship goods back to the Seller with freight and duty costs charged
back at the Seller's expense. Supplier shall analyze the defect parts and report these findings back to
Mergon Mexico.

If, as a result of the Goods defects, Receiving Inspection is required by the Buyer exceeding the usual
extent, the Seller shall bear all the costs relating to the inspection.

Unless the parties decide otherwise, the Buyer shall be entitled to charge to the Seller these rates related
with more extensive Receiving Inspection:

Administrative Fee: $50

Cost of sorting: $20/hour/person (the cost includes a wage component of $15 + overhead costs of $5)

Indemnification

In the event that Mergon’s customer or other third person is going to apply any claim against Mergon due
to liability for damage or other loss in connection with Goods, Material, Components or Work delivered to
Mergon by the Seller, the Seller shall be obliged to exempt Mergon, as well as its representatives, company
members, partners and staff, from the obligation to satisfy such or similar claims, if damage or loss were or
could be caused by the

Goods defect for which the Seller is liable. The Seller shall also be obliged to pay to Mergon all costs
incurred in relation to the application of such claims against Mergon, in particular, any legal costs.

Performance of Work

The Seller and any persons authorized by him, carrying out works in the Mergon premises under the
relevant individual contracts, shall comply with the provisions of the relevant Company Operating Rules. It
must especially be observed the current regulations for entering/leaving the production facilities. The Seller
shall be obliged to get thoroughly familiarized with these regulations all persons entrusted with the
performance of individual contract and

shall bear full responsibility for any (material and non-material) damage caused to these persons.

Mergon Providing Material for the Purpose of Contract Performance

Any materials, components, containers, special packaging, or other materials, which Mergon will provide to
the Seller for the purpose of contract performance, shall remain the property of Mergon. They may only be
used as determined. The processing of materials and assembly of parts are carried out for Mergon and it
is agreed that Mergon is, in a ratio of the value of materials provided to the value of the entire product, a
co-owner of products made,

using materials and parts provided by Mergon.

Confidentiality, Intellectual Property Protection

All the information and documentation to be provided to the Seller by Mergon may be used solely to perform
the object of the Purchase Contract and are considered as Mergon trade secrets (hereinafter referred to as
the "Confidential Information"). The Confidential Information shall mean any information or data,
irrespective of whether or not they are recorded on a material medium (substrate), either in the permanent
or temporary (ephemeral) form, recorded
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in any way, including electronic form, especially any samples, drawings, models, etc. All of this information
shall be considered confidential and the Seller shall be obliged to treat the Confidential Information in
accordance with these Purchase Terms and Conditions, without the need to mark always such information
individually as 'confidential'.

The Seller shall be required not to reveal any Confidential Information or data he learns about during
performance of the subject of Purchase Contract to any third party, even after termination of this contract.
Confidentiality means that the Seller shall not use any Confidential Information or data for any of his internal
needs, unless it is necessary for the performance of the subject of contract. Products that are manufactured
according to the documents designed by Mergon, such as drawings, models etc., or according to Mergon
Confidential Information or using Mergon tools or instruments made according to the Mergon models, must
not be used by the Supplier himself, nor offered or supplied by him to third parties.

By transferring any information (drawings, plans or materials, etc.) relating to the Goods or parts thereof,
the Buyer shall not, in any way, grant to the Seller any license or other Intellectual Property Rights, which
are in such information or objects as the material substrate incorporated or related to them.

The Seller’s obligations referred to in this clause shall continue for the entire term of the Purchase Contract
and, still 1 calendar year after expiry of the contract.

In the event that the Seller breaches the duty of confidentiality imposed on him under the Purchase Contract
or these Purchase Terms and Conditions in relation to Confidential Information of the Buyer, he shall be
obliged to pay to the Buyer a contractual penalty in the amount of $500,000.00 (in words: five hundred
thousand dollars) for each individual case of breach of this duty.

Jurisdiction, Applicable Law

The Purchase Contract and all the related relationships shall solely be governed by the Mexico laws, while
explicitly being excluded from application the United Nations Convention on Contracts for the International
Sale of Goods.

Any disputes arising under the Purchase Contract and in connection therewith, the parties undertake to first
try to solve them amicably. Unless such a procedure is not possible, then all such disputes shall be resolved
by the courts of Mexico, where the parties agree that the competent court of first instance will be exclusively
the court in whose area of jurisdiction Mergon has its headquarters.

Other Stipulations

The Seller shall not be entitled to assign any Mergon claims under the Purchase Contract to a third party
without the express written consent of the Buyer or to set them off unilaterally against a claim of the Buyer
without such a consent. The Parties also agree that the Seller shall not be authorized to assign unilaterally,
without the express written consent of the Buyer, all the rights and obligations under the Purchase Contract
to any third party.

Any document must be sent to the other party to the address indicated in the Purchase Contract and shall
be considered as delivered on the date of actual receipt. If, however, the document fails to be delivered,
the date of delivery shall be the date when the delivery at the address indicated in the contract is rejected,
or the date when the mail is returned to the sender as unclaimed or undeliverable.

If the Purchase Contract is going to be concluded in multiple languages, in case of discrepancies between
the language versions, the English version of the contract shall prevail.

Any modification or amendment to the Purchase Contract may only be made in writing in the form of
sequentially numbered amendments signed by both parties, unless otherwise indicated by the Buyer.

In the event that any provision of these Purchase Terms and Conditions becomes or proves to be invalid
or ineffective, the other provisions shall remain in full force and effect.
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QUALITY CONDITIONS OF SUPPLIES

Applicability

These conditions are, as the Annex to the Purchase Terms and Conditions, a part of the contract and are
binding for the Seller (Supplier), unless a separate Supplier Quality Agreement is to be signed between
Mergon Mexico, and the Supplier.

Delivery, Receiving Inspection of Goods, Technical Inspection

The Supplier shall deliver the products contracted in a suitable packaging, easily removable by Mergon,
unless specified otherwise. The Receiving Inspection in the Mergon premises applies only to apparent
damages to packaging, data on the delivery note and on the packaging. Divergences shall be immediately
communicated to the Supplier. The Technical Inspection and assessment of the goods delivered then take
place as in an ordinary trade

relationship, and the Supplier will be immediately notified of the nonconformities identified.

Complaints, Measures

The claimed defective goods or its components shall be returned to the Seller in the agreed amount and
the Seller shall bear the related costs in full. He will be obliged to analyses every deviation from the required
parameters and, in a short period, to communicate back to Mergon the cause of deviations, and corrective
measures taken to prevent errors, including their efficiency, if requested by the Buyer.

If there is a risk of the production interruption at Mergon or its customers, as a result of delivery of goods
that do not conform to the specifications, the Supplier shall be obliged to adopt appropriate corrective
measures, without undue delay and at his own expense (alternative supplies, grading, repairs, special
shifts, urgent deliveries, etc.).

Quality Targets

Just like Mergon in relation to its customers, the Supplier also shall be obliged to establish a target of zero
number of errors. Target value of regular supplies to Mergon is 100 ppm in case of supplies for the
automotive industry and 300 ppm in case of supplies for another sector. If the Seller finds out that the
targets set are not to be achieved, he shall be obliged to submit to Mergon concrete plans for the corrective
measures and to implement them. A

Supplier for series production, in particular the Supplier of components, shall be obliged to implement and
maintain the Quality Management System in conformity with the ISO 9001 series of standards. The Supplier
shall be obliged, upon previous agreement, to allow to carry out an audit of activities directly relating to
supplies for Mergon.

To avoid doubts, the goods and materials supplied to Mergon must always be of the highest quality, and in
terms of appearance and consistency, they must fully conform to PPAP (if applicable) or the advertising
illustrations Mergon has at disposal (catalogue, website, samples, etc.)

The liability of the Seller for any loss, resulting in connection with the defects of goods supplied, shall remain
unaffected.

The Environment, Compliance with the Law

The aim of Mergon, with respect to the technical, economic and environmental aspects, is to minimize the
negative impact of their products on human health and the environment. In order to achieve this aim, the
Supplier is expected to establish and maintain an effective Environmental Management System. The
Supplier undertakes to obtain any and all official permits required for the production of his materials and
components, and to continuously

comply with the requirements ensuing from them.

Materials and Substances Contained

The use of certain materials and chemical substances contained follows the provisions of Mexican
legislation, as well as EPA. The Supplier is obligated and undertakes to comply with all applicable laws,
regulations, directives and other binding regulations. Supplies, materials, and all their components and
substances must not be regarded, in any way, harmful to health, foul-smelling or not comfortable for further
human use.
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STATUTORY AND REGULATORY REQUIREMENTS

It is the responsibility of the supplier to ensure all products delivered into Mergon Mexico comply with local,
Mexican and where prescribed “country of destination” statutory and regulatory requirements. The “Country
of Destination” will be indicated on the purchase order if it is different from the country of origin or Mexico.
It is also the responsibility of the supplier to ensure its sub-suppliers implement and maintain the statutory

and regulatory requirements of the country of receipt.

Sustainability Standards

By engaging in business with us, suppliers commit to upholding our sustainability standards. These are
described in the “Supplier Code of Conduct and Sustainability Policy”. The latest copy of this policy is
available in our website https://mergon.com/downloads/

We verify compliance with our Sustainability Standards through the "Supplier Sustainability Questionnaire”
and work with suppliers to make required improvements. Suppliers are expected to complete this
questionnaire if asked to do so.

If a supplier fails to obtain a pass score, an improvement plan will be set out and an onsite audit may be
necessary. Persistent non-compliance with Mergon's sustainability standards may exclude you from doing
business with us and/or result in loss of approved supplier status.



